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Chart

Principal Assumptions

Monetary Policy

m  Growth of M2 and M3 around the middle of their ranges
in 1986 and similar expansion in 1987.

Fiscal Policy

m Deficit-reducing actions of about $45 billion in fiscal
year 1987.

Other

m Major features of Senate tax reform bill are
implemented.

m Foreign exchange value of the dollar about 10 percent
lower by year-end 1987.

m Oil prices settle around $16 per barrel.
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Actual
FY 1985
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Statt

FY 1986 FY 1987
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Cong. Resolution
FY 1987

995
852
143
NA

Key Tax-Reform Features

—

@ Overall Increase in Business Taxes

m Removal of Investment Tax Credit

m Restrictions on Tax Shelters

m Corporate Tax Rates Lowered

m Less Attractive Depreciation Allowances

m Phased-in Reduction of Personal Income Taxes
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Auto Production

Chart 5
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Housing Starts
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Real Personal Consumption Expenditures and

Disposable Personal Income
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Contracts and Orders for Capital Goods
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PCE Energy Prices
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Foreign Exchange Value of the U.S. Dollar
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*Weighted average against or of foreign G-10 countries using total 1972-76 average trade.
** Long-term government or public authority bond rates adjusted for expected inflation estimated
by a 38-month centered moving average of actual inflation (staff forecasts where needed).



Industrial Production
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Nonagricultural Exports

Ratio scale,
bitlions of 1982 dollars
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Non-oil imports

—

Changes in Price of U.S. Non-oil Imports
Percent, seasonally adjusted annual rates

1985Q3 198601
1984Q3  1985Q3

Foods, Feeds, Beverages -7 15
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Capital Goods -3 6
Automotive Products 2 15
Consumer Goods 0 6
Total -3 8
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Summary of U.S. Current Account Transactions

Billions of Dollars, Seasonally Adjusted Annual Rates

1985 1986 1987

H1 H2 H1 H2

1. Exports 214 214 227 250 275

2. Nonagricultural 185 187 200 222 245

3.  Agricultural 30 27 26 28 30

4. Imports 339 360 370 383 400

5. Non-Qil 288 325 336 348 363

6. Qil 51 35 34 35 37

7. Trade Balance -124 —-145 —-143 -133 -125
8. Other Current Account

Transactions, Net 7 9 5 0 0

9. Current Account -118 -136 -138 -133 -125

10. Real GNP Net Exports of Goods
and Services (1982 Dollars) -108 -146 -135 -112 -92




Forecast Summary
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FOMC Projections for 1985
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“ﬁeported to Congress Feb. 19, 1986

Unemployment Rate
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